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U.S. CHARGES EX- WORLDCOM CEO BERNARD EBBERS;
FORVER WORLDCOM CFO SCOTT SULLI VAN PLEADS GUI LTY

JOHN ASHCROFT, the Attorney General of the United
States, DAVID N. KELLEY, the United States Attorney for
the Southern District of New York, and PASQUALE D AMJURO, the
Assistant Director in Charge of the FBI New York Field Ofice,
announced today the unsealing in Manhattan federal court of a
Supersedi ng | ndi ct ment chargi ng BERNARD J. EBBERS, the forner
Chi ef Executive Oficer and President of WirldCom 1Inc.
(“Worl dConi). The Superseding I ndictnment charges EBBERS with
conspiracy and securities fraud in connection with his
participation from Septenber 2000 through June 2002 in a schene
toinflate artificially the price of WrldCom comon stock by
hiding frominvestors the truth about Wrl dCom s declining

operating perfornmance and financial results.



The Superseding Indictnment al so all eges new charges
agai nst former Worl dCom Chief Financial Oficer SCOIT D.
SULLI VAN, who was first charged with participating in the
Worl dCom fraud in July 2002. Today, follow ng the unsealing of
t he Superseding Indictnment, SULLIVAN pled guilty in Manhattan
federal court to all of the charges in the Superseding
| ndi ct ment .

The Supersedi ng | ndi ct rent

The Superseding Indictnent alleges that by Septenber
2000, EBBERS, SULLIVAN, and others knew that Worl dComi s true
operating performance and financial results had fallen materially
bel ow t he expectations of Wall Street securities anal ysts.
Rat her than reveal Wrl dComis true condition, which would |ikely
have resulted in a decline in the price of WrldCom s st ock,
EBBERS i nsi sted that WrldCom publicly report financial results
that met anal ysts’ expectations, according to the Superseding
| ndi ct ment .

To acconplish this goal, EBBERS and SULLI VAN agreed
that fal se and fraudul ent adjustnents would be nade to Wrl dConi s
books and records, it is alleged. According to the Superseding
I ndi ct ment, from Septenber 2000 t hrough June 2002, to disqguise
Worl dComi s true operating performance and financial results,
EBBERS, SULLI VAN, and their co-conspirators manipul ated

artificially the following items in WrldComs publicly filed
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financial statenents: reported revenue; Selling, General, and
Adm ni strative expenses (“SG&A”); |line cost expenses; Earnings
Bef ore I ncone, Depreciation, Taxes, and Anortization (“EBITDA");
depreci ati on expenses; net income; and earnings per share
(“EPS"). The Superseding Indictnment charges that EBBERS and
SULLI VAN knew t hat the aggregate effect of these adjustnments —
whi ch were nmade in |large, round-dollar anmounts and consistently
total ed hundreds of mllions of dollars per quarter — was to
present a materially false and m sl eading picture of WrldConi s
true operating performance and financial results.

According to the Superseding Indictnment, to further the
schenme, EBBERS, SULLI VAN, and their co-conspirators caused
WrldComto file financial statements with the United States
Securities & Exchange Commi ssion (the “SEC’) that presented a
materially fal se and m sl eadi ng picture of WrldCom s operating
performance and financial results, including Quarterly and Annual
Reports that m srepresented Wrl dComi s revenue, expenses, EBI TDA,
and EPS. The Superseding Indictnent also alleges that EBBERS and
SULLI VAN made repeated statenents to nenbers of the investing
public — including in periodic conference calls with securities
anal ysts — that contained material false statenents and
m sl eadi ng om ssi ons concerni ng Wrl dComi s operating performance
and financial results. For exanple, in an April 26, 2001,

conference call with analysts, EBBERS falsely stated that he saw
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no “stornms on the horizon” for WorldCom In a February 7, 2002
CNBC i nterview, according to the Superseding Indictnent, EBBERS
falsely clainmed that Worl dCom was a “sound financial conpany”
that had “been very conservative” in its accounting practices.

When the truth about Worl dComi s operations and fi nances
began to be reveal ed in June 2002, its stock price plumeted,
falling nore than 90 percent and erasing nore than $2 billion in
shar ehol der val ue, according to the charges.

The Superseding | ndictnment charges EBBERS and SULLI VAN
each with one count of conspiracy to commt securities fraud, to
make false filings wwth the SEC, and to falsify books and records
of Worl dCom and two counts of securities fraud. The conspiracy
charge carries a maxi num sentence of 5 years in prison and a fine
of the greatest of $250,000 or twice the gross gain or |oss
resulting fromthe offense. Each of the securities fraud counts
carries a maxi num sentence of 10 years in prison and a fine of
the greatest of $1 million or twice the gross gain or |oss
resulting fromthe offense.

Sullivan’'s CGuilty Pl ea

In his guilty plea entered today before United States
District Judge BARBARA S. JONES, SULLI VAN stated that, as the
Super sedi ng I ndi ctment charged, from Septenber 2000 through June
2002, he participated with other former Wrl dCom officers and

enpl oyees in the illegal schene described above. Sullivan's plea
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was entered pursuant to an agreenent in which he agreed to
cooperate with the Governnent in connection with ongoing
i nvestigations and prosecutions.

SULLI VAN i s al so expected shortly to enter a guilty

plea to related charges in M ssissippi state court.
* * *

EBBERS, 62, resides in Jackson, Mssissippi. He is
expected to be arraigned on the Superseding Indictnment before
Judge JONES tonorrow.

SULLI VAN, 41, resides in Boca Raton, Florida.

M. ASHCROFT stated: “The charges filed today are
anot her exanpl e of the Departnent of Justice’s conmtnent to
t horoughly investigating and prosecuting perpetrators of
corporate fraud to the highest |evels of managenent. Corporate
executives who cheat investors by deceiving them about the true
nature of their businesses are not above the law and will be held
responsible.”

M . KELLEY, a nenber of the President’s Corporate Fraud
Task Force, which is headed by Deputy Attorney General JAMES B
COMEY, praised the efforts of the FBI, and thanked the SEC for
its assistance in the investigation.

Separately today, STEPHEN M CUTLER, the Director of

the SEC s Division of Enforcenent, announced the filing and



si mul t aneous settlenent of a civil action against SULLI VAN
arising out of the fraudul ent schene descri bed above.

Assi stant United States Attorneys DAVID B. ANDERS,
WLLIAM F. JOHNSON and BONNI E JONAS are in charge of the
prosecuti on.

The charges contained in the Superseding Indictnment are
merely accusations, and the defendant is presumed i nnocent unless
and until proven guilty.
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